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ANNUAL MEETING OF THE AMERICAN INSTITUTE OF ACCOUNTANTS 


A complete report of the proceedings of 
the annual meeting of the American Insti- 
tute of Accountants at the Del Monte hotel, 
Del Monte, California, September 20th and 
21st, will be published in the 1927 year-book 
of the Institute. A brief summary, however, 
is presented in advance in this Bulletin for 
general information. 

At the council meeting, September 19th, 
reports of officers and committees were 
received and a committee was appointed to 
prepare a report of the council for presenta- 
tion at the annual meeting of the Institute 
the following day. 

At a meeting of examiners in accountancy 
Monday evening, September 19th, A. S. 
Fedde, chairman of the Institute board of 
examiners, presided. Members of state 
boards of accountancy and of the Institute 
board were present. There was discussion 
of C. P. A. examinations and of the plan of 
coéperation offered by the Institute to state 
boards. 

At the first session of the Institute meet- 
ing, September 20th, Monseigneur R. M. 
Mestres offered the invocation. 

H. Ivor Thomas, in a short address, wel- 
comed the Institute to California and Ed- 
ward E. Gore responded on behalf of the 
visiting members. 

The report of the president, which was 
published in The Journal of Accountancy for 
October, was presented by William H. West. 

H. Percy Edwards, newly elected presi- 
dent of the Dominion Association of Char- 
tered Accountants, was officially welcomed 
to the meeting. Mr. Edwards responded 
to the greeting and expressed his pleasure 
at being able to be present. 


Reports of officers and committees 
followed. The report of the committee 
on by-laws containing a recommendation 
for two slight amendments of the by-laws 
relating to admission of applicants to the 
Institute was unanimously adopted. The 
changes approved do not affect the intent of 
the by-laws, but merely obviate the possi- 
bility of ambiguity. 

After consideration of invitations to hold 
the 1928 annual meeting of the Institute 
in various cities, it was decided that next 
year’s meeting be held in Buffalo, New 
York, or its environs. It had been an- 
nounced that the next annual meeting of the 
Dominion Association of Chartered Ac- 
countants would be held at Toronto and that 
the dates might be made to coincide with 
those of the Institute’s meeting, which are 
fixed by the by-laws. It is necessary that 
the Institute meet in the United States, 
but it was felt desirable to have the meeting 
as close to Toronto as practicable. 

Robert H. Montgomery, New York, 
delivered an address entitled ‘“‘Accountants’ 
limitations.’’ Extended discussion followed 
his address. This paper was published in 
The Journal of Accountancy for October. 

At the opening session of the meeting on 
September 21st, officers and members of 
council were elected. The results of the 
elections were reported in the Bulletin for 
September 24th. 

The following committee on nominations 
was unanimously elected: 


(By the council at its meeting September 19th): 


Will-A. Clader (Pennsylvania) 
E. H. Wagner (Missouri) 
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(By the Institute): 


C. B. Couchman (New York) 
J. P. Dawson (Oregon) 

G. E. Hutchison (Illinois) 

A. G. Moss (Texas) 

W. A. Musgrave (Connecticut) 


Henry Rand Hatfield delivered an ad- 
dress entitled ‘““What is the matter with 
accounting?’ which was published in The 
Journal of Accountancy for October, and his 
remarks were followed by lengthy discussion. 

The members in attendance at the meet- 
ing rendered a vote of thanks to the Cali- 
fornia Society of Certified Public Account- 
ants and to the committee on meetings 
for the hospitality extended to the Institute. 

The annual banquet of the Institute was 
held at the Del Monte hotel on the evening 
of September 21st. Edward E. Gore acted 
as toastmaster. Dr. Lyman Wilbur was 
the principal speaker. Remarks were also 
made by Messrs. Ruckstell, West, Edwards 
and Heron. 

At the council meeting, September 23rd, 
the secretary, executive committee, com- 
mittee on professional ethics and members 
of the board of examiners for three years 
were elected. Names of persons elected 
were given in the September Bulletin. 

A. S. Fedde, who has been chairman of 
the board of examiners for several years, 
tendered his resignation as a member of the 
board. It was accepted with great regret 
and Andrew Stewart of New York was 
elected a member of the board for one year 
to fill the vacancy thereby created. 

At the annual meeting of the American 
Institute of Accountants Foundation, Sep- 
tember 23rd, the following officers were 
elected: 


President, John R. Ruckstell 
Vice-president, Robert H. Montgomery 
Treasurer, Arthur W. Teele 

Secretary, A. P. Richardson 


The following members of the board of 
trustees were re-elected for the ensuing year: 


Arthur H. Carter, New York 

J. E. Sterrett, New York 

Carl H. Nau, Ohio 

Waldron H. Rand, Massachusetts 


Trip to Annual Meeting 


A special party of Institute members and 
their guests left Chicago on September 7th. 
The group proceeded to Winnipeg, Mani- 
toba, where the annual meeting of the Do- 
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minion Association of Chartered Account- 
ants was in progress, and they were cor- 
dially welcomed by the Canadian account- 
ants on September 8th. The Institute 
members had the pleasure of attending a 
session of the Dominion meeting. Ad- 
dresses were made by E. S. Read, retiring 
president of the Dominion Association, H. 
Percy Edwards, president-elect of the Cana- 
dian organization, and by William H, 
West, F.H. Hurdman and A. P. Richardson, 
officers of the American Institute of Ac- 
countants. 

The ladies of the Institute party were 
taken on a sightseeing trip and they also 
attended the races at the Polo Park track. 

In the evening of September 8th a dinner- 
dance arranged by the Manitoba Institute 
was held at the Fort Garry hotel. 

The group of Institute members stopped 
for several days at Yellowstone National 
Park. 

At Seattle a dinner was arranged by local 
accountants for the Institute members en 
route to Del Monte. 

A stop at Portland was of sufficient length 
to enable the travelers to drive about the 
city. 

The party arrived at San Francisco on the 
morning of September 17th and during that 
day and the succeeding one was entertained 
by the San Francisco chapter of the Cali- 
fornia Society of Certified Public Account- 
ants. A buffet luncheon was served at the 
Mark Hopkins hotel on the day of arrival. 
That evening the visiting members were 
entertained at a dinner at the Bohemian 
club. The San Francisco accountants ar- 
ranged several sightseeing trips, including a 
trip across the Golden Gate to Muir Woods 
and short trips to interesting parts of the 
city, among them San Francisco’s China- 
town. Opportunities for playing golf were 
available both Saturday and Sunday. 

The party arrived at Del Monte Sunday 
evening, September 18th, and the following 
four days were occupied by the several 
meetings. 

The members proceeded to Los Angeles, 
where they arrived the morning of Sep- 
tember 23rd. A banquet arranged by the 
Los Angeles chapter of the California 
Society of Certified Public Accountants took 
place that evening at the Hotel Virginia, 
Long Beach. Arthur M. Loomis was toast- 
master at the banquet. An address of wel- 
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come to the Institute was delivered by 
Buron R. Fitts, lieutenant-governor of Cali- 


fornia. Edward E. Gore responded to the 
greeting. William H. Thompson and Arch 


W. Anderson presented a dialogue entitled 
“Borrowing money from a bank,” and 
Richard E. Smith spoke on ‘Foreign ex- 
change.”’ A programme of music and 
dancing was rendered. During the week- 
end at Los Angeles the visiting members 
were taken to Hollywood for inspection of 
a motion-picture studio. On September 
24th there was an excursion to Catalina 
island, where a luncheon was served at the 
St. Catherine hotel. Various sightseeing 
trips were arranged on the following day. 
On the homeward journey -the Institute 
party stopped at Riverside, California. 
Luncheon was served at the Mission inn. 

The entire day of September 27th was 
spent at Grand Canyon, Arizona. 

The party reached Chicago September 
30th. 


Golf at Annual Meeting 


At a golf tournament at the annual meet- 
ing of the Institute the eastern members 
defeated the players of the west. T. Ed- 
ward Ross made the low net score and was 
awarded a prize for the achievement. 


Institute Committees 


The president of the American Institute 
of Accountants has invited the following 
members to serve on committees during the 
year 1927-28: 

STANDING COMMITTEES 
Arbitration: 

C. P. Carruthers, California, Chairman 

P. S. Barton, Pennsylvania 

G. T. Rosson, Alabama 
Budget and Finance: 

Allan Davies, New York, Chairman 

Elsa Doetsch, Maryland 

D. Vincent Johnston, Pennsylvania 
By-laws: 

J. C. Scobie, New York, Chairman 

G. L. Bishop, Massachusetts 

H. C. J. Peisch, Minnesota 
Credentials: 

G. Harvey Porter, Maryland, Chairman 

George B. Buist, Indiana 

William B. Franke, New York 
Education: 

(For three years): 
John R. Wildman, New York, Chairman 
David Himmelblau, Illinois 


Meetings: 
William J. Taylor, Ohio, Chairman 
E. E. Leffler, New York 
Oscar L. Niles, New York 
Publication: 
John B. Niven, New Jersey, Chairman 
R. E. Blight, California 
F. W. Morton, Michigan 
State Legislation: 
Lewis G. Fisher, Rhode Island, Chairman 
B. W. Bours, California 
E. J. Dillon, Missouri 
Terminology: 


Walter Mucklow, Florida, Chairman 
H. C. Freeman, New York 
F. W. Thornton, New York 


SPECIAL COMMITTEES 


Administration of Endowment: 
George O. May, New York, Chairman 
John F. Forbes, California 
W. M. Lybrand, New York 
S. R. Mitchell, New York 
Arthur Young, New York 
Coéperation with Bankers: 
William B. Campbell, New York, Chairman 
F. H. Hurdman, New York 
Arthur F. Lafrentz, New York 
William Sutherland, Illinois 
H. Ivor Thomas, California 
Definition of Earned Surplus: 


Arthur E. Andersen, Illinois, Chairman 
F. A. R. MacFadden, New York 
C. L. Rotzel, Minnesota 


Election of Members 


At the council meeting at Del Monte, 
September 19th, the board of examiners 
recommended the election as members and 
associates of the Institute, respectively, of 
certain applicants for admission. The coun- 
cil approved the recommendations of the 
board, and in the absence of protest the 
president declared the applicants elected 
as of October 10, 1927. The names of those 
elected are as follows: 


Advanced to Membership: 


William G. Cullen, Havana, Cuba 
Alexander R. Grant, Chicago 
Oscar I. Koke, Cleveland 

Perry R. F. Marshall, Los Angeles 


Admitted as Members: 


Carl P. Allen, Salt Lake City 
Myrtile Cerf, San Francisco 
John E. Eck, Gastonia, N. C. 
Leo P. Gallagher, Chicago 
Harley W. Gifford, Topeka 
Anson Herrick, San Francisco 
Thomas N. Moir, New York 








Percival S. Page, Manila, P. I. 
Ralph W. Peters, New York 
John F. C. Sells, Chicago 

James A. Smith, Phoenix 

Otto I. Svenson, Boston 
Charles F. Usinger, San Francisco 
Roy G. Vail, New York 

Patrick J. Walsh, Tucson 
Charles P. White, Manila, P. I. 


Admitted as Associates: 


George P. Auld, New York 

John McK. Brown, Utica 

Ernest W. Carlson, St. Paul 
Joseph M. Checkers, Chicago 
Walter J. Corno, New York 

Harry M. Fancher, Chicago 
Harry Goodman, Boston 

Felix Harenski, Cleveland 

Verne Harrell, Los Angeles 

Arthur E. Haslund, St. Paul 
Frederick C. Laird, Chicago 
William J. Madden, Chicago 
George T. Patrick, Salt Lake City 
Raymond H. Rebsamen, Little Rock 
Harry S. Temple, St. Paul 
William C, Waggoner, New York 


Institute Examinations 
The fall examinations of the American 
Institute of Accountants will be held 
November 17th and 18th, from 9 a.m. to 
12.30 p.m. and from 1 p.m. to 6 p.m. each 
day. In New York, the examinations will 
take place at the offices of the Institute. 


Regional Meeting of the American 
Institute of Accountants 


A regional meeting of the New England 
region of the American Institute of Account- 
ants will be held at the Providence Biltmore 
hotel, Providence, Rhode Island, November 
8th. The arrangements for the meeting are 
being made by the regional committee of 
the Institute, composed of Lewis G. Fisher, 
Chester R. Union, W. Z. White, J. Chester 
Crandell and Homer N. Sweet, in coépera- 
tion with a committee of the Rhode Island 
Society of Certified Public Accountants, 
whose members are George B. Clegg, S. H. 
Over, Ernest H. Davison and William H. 
Segur. The speakers at the meeting will 
be F. H. Hurdman, a member of the council 
and former vice-president of the American 
Institute of Accountants, and A. P. Richard- 
son, secretary of the Institute. There will 


also be an address delivered on arbitration, 
the speaker to be selected later. 
ing will last only one day. 

All persons interested in accountancy, 
whether members of the Institute or not, 
are cordially invited to attend the meeting. 


The meet- 
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Cooperation of Bankers with 
Accountants 


A national convention of the Robert 
Morris Associates, an organization of credit 
officers of banks, was held at Wernersville, 
Pennsylvania, October 3rd, 4th and 5th. 
At the meeting a report of the committee 
on codperation with public accountants was 
presented and it is here reproduced by per- 
mission of the chairman of the committee, 
Harvey E. Whitney. ‘The text of the report 
is as follows: 


REPORT OF THE COMMITTEE ON 
COOPERATION WITH PUBLIC 
ACCOUNTANTS 


In a number of our previous reports we have 
emphasized the necessity of giving close attention 
to the wording of certificates, accompanying com- 
ments, etc., and we would cite the following example 
as justification for our again stressing this point. 

In analyzing the income and _profit-and-loss 
figures for the year 1926, in a detailed audit, we 
noted certain charges against income, to wit: 

$26,800. Federal income tax for years 1924 and 
1925. 

$16,500. Oil plant charge-off. 

It seemed as though the first item should be allo- 
cated to the respective years and that the second 
item was a proper charge against surplus rather 
than income, for the way it was handled did not 
give a fair picture of the earnings for the year 1926. 

The representative of the accounting firm with 
whom we discussed this agreed thoroughly and 
for a time was unable to explain the reason for 
their method of procedure, when suddenly he dis- 
covered at the top of the page a phrase in brackets, 
“Prepared at the company’s request in accordance 
with its classification.”’ The same financial state- 
ment, incidentally, embraced an item of ‘Notes 
and trade acceptances receivable $58,000,” which 
included $6,500 due from either affiliated companies, 
officers or employees. 

From time to time certified statements have 
appeared with such items as ‘‘Real-estate invest- 
ment less reserve and mortgage payable,”’ or ‘‘Build- 
ings less mortgage assumed,’ or ‘Real-estate 
equity.” To be exact, three such statements 
attracted our attention during the past year and 
all three bore the certificates of well known ac- 
counting firms. We wrote the chairman of the 
American Institute committee asking as to whether 
it was ethical to prepare a statement in this way 
without mentioning specifically the amount of the 
mortgage and whether the total sum involved had 
any bearing upon the matter. The latter half of 
this question was occasioned by a case where the 
total property account amounted to $1,000,000 
and on one small piece there was a mortgage of 
$50,000. 

The reply was very specific, to the effect that if 


the mortgage had been given by the corporation jf 


itself it should be shown on the liability side of the 
balance-sheet. If the mortgage was not given by 
the company, but rather the property was acquired 
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subject to a mortgage given by a former owner, 
it would be permissible to deduct the mortgage 
from the plant item on the asset side of the state- 
ment but the amount of the mortgage must be 
shown. In either case the size of the mortgage is 
immaterial, the committee very aptly bringing out 
the point that if the mortgage is a relatively small 
one there should be no objection on the part of the 
corporation to showing it, and on the other hand 
if it is relatively large there is all the more reason 
for bringing it to the attention of any one interested 
in the financial position of the company. 

Reinforced by the opinion of the American 
Institute committee, we took this matter up with 
one of the accountants and he advised us that the 
next balance-sheet of the company whose figures 
he audited would show the item heretofore carried 
as ‘“Real-estate equity,’ in detail, in other words 
the gross amount of the real estate with the amount 
of the mortgage thereagainst. 

In another case where an accountant had omitted 
referring to cumulative dividends in arrears in a 
consolidated statement, but had referred to it in 
the individual statement, he expressed both his 
regret at the oversight and appreciation for our 
having called it to his attention. We speak of 
these specific instances as indicating the value of 
having the accountants know that we are following 
their work carefully, but the best results can be 
accomplished only by a more active interest and 
participation on the part of the membership at 
large. Your chairman will speak further upon 
this matter after the reading of the report. 

The committee feels that one thing it has par- 
ticularly lacked is codperation from our commercial- 
paper broker members. Within the past few months 
several specific instances have been submitted 
where the item, accounts receivable and/or notes 
receivable, included substantial amounts due from 
officers or other individuals connected with the 
company, and one case where there was a con- 
tingent liability for bills receivable discounted. 
These were all audited statements and the broker 
had the information in his file but in no instance 
did he take up the matter with the committee, 
nor so far as we know did he discuss it with the 
accountant direct. 

We know of two other cases that would come in 
the same category but the broker is not a member 
of the Robert Morris Associates. 

These experiences prompt us again to call to 
the attention of our membership the pamphlet 
published some ten years ago by the federal reserve 
board after consultation with representatives of 
the American Institute of Accountants, entitled, 
“Approved Methods for the Preparation of Balance- 
sheet Statements.’’ Copies of this pamphlet were 
at one time sent to our entire membership, but as 
changes from time to time take place it is quite 
possible that there are many members active today 
who are not familiar with this pamphlet. Concrete 
evidence of this is the fact that when one of the 
members of our committee referred to this pamphlet 
in a talk he had with a commercial-paper broker, 
the latter knew nothing of it, but at once became 
interested and sent to Washington for a supply of 
the pamphlets, purposing to use them freely with 
his customers and with the accountants who work 
for his customers whenever the proper occasion pre- 
sents itself. This is certainly a most helpful attitude. 
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We hear rumblings off and on from the accounting 
fraternity in the form of articles, speeches, etc., 
indicating an attitude of aloofness and irresponsi- 
bility so far as concerns the inventory item. This 
is too comprehensive a subject to be dealt with at 
length in a report of this committee, but speaking 
by and large it is our firm conviction that as time 
goes on accountants should be held to a greater 
rather than a lesser responsibility as concerns this 
very important item, and it behooves us all to work 
toward this end which we should do not only with 
the accountants but with our customers as well. 

Respectfully submitted, 

E. E. BARKER 

C. V. CHILpDs 
CLAYTON 
. EATON 
P. F. Gray 
EDMUND WILLIAMS 
H. E. Wuitney, Chairman 


Legal Regulation of Accounting in 
Poland 


It is reported that the treasury of Poland 
is responsible for a law providing for recog- 
nition as ‘‘sworn bookkeepers,”’ of persons 
who shall meet certain stipulated require- 
ments and abide by certain regulations. 
Applicants for nomination as sworn book- 
keepers, or assistant sworn bookkeepers, 
must be citizens of Poland, must present 
evidence of satisfactory preliminary educa- 
tion and of a required number of years’ 
experience as bookkeepers, and must pass 
an examination authorized by the treasury 
and the ministry of commerce and industry. 

The law provides that calculations and 
balance-sheets signed by a sworn book- 
keeper and containing his seal are to be 
considered absolutely credible. A sworn 
bookkeeper is to be held responsible for loss 
and damage caused by a certificate issued 
by him containing incorrect data, or by the 
betrayal by him of a commercial secret. 

Bodies known as “‘chambers’’ of sworn 
bookkeepers are mentioned in the act, 
whose functions are to protect the rights 
and interests of their members, as well 
as to exercise the necessary disciplinary con- 
trol over them. 

Punishment of members transgressing 
ethical principles may be meted out by an 
administrative unit of a chamber created for 
the purpose. Such punishment may con- 
sist of admonition, censure, suspension or 
withdrawal of the offending member’s right 
to act as a sworn bookkeeper, publication 
of his name, and/or the imposition of a fine 
not to exceed 5000 zloty (about $1,000). 
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The law also makes provision for a ‘‘main 
council,’ situated in Warsaw, to have 
administrative authority over all Polish 
institutions of sworn bookkeepers, with re- 
gard to professional ethics, interpretation of 
by-laws of local chambers, examinations of 
candidates, and the maintenance of a 
registry of sworn bookkeepers in the country. 


Japanese Accountancy Law in Effect 


A royal ordinance, issued September 7, 
1927, provided that an accountancy law 
for Japan, passed at the 52nd session of the 
imperial diet, would be put into effect as of 
September 10, 1927. The Japan Society of 
Public Accountants is responsible for the 
preparation and introduction of the law. 
Another ordinance, issued at the same time, 
sets forth the rules and regulations of ex- 
amination and registration of accountants 
under the new law. 


New York City Accountant Honored 


A dinner was held at the Waldorf-Astoria 
hotel, New York, October 4th, in honor of 
Duncan MaclInnes, chief accountant of the 
city, to mark the completion of his thirty 
years of service in the department of finance. 
Among the guests were Charles W. Berry, 
comptroller of the city, and Herman A. 
Metz, former comptroller, both of whom 
spoke in praise of the labors of Mr. MacInnes 
in behalf of the city. Other speakers were 
Colonel Walter Scott and Jeremiah T. 
Mahoney, justice of the supreme court. 
Telegrams of congratulation and regret 
at their inability to attend were received 
from Governor Smith, Mayor Walker and 
former Mayor Hylan. 


Hotel Accountants Association 


The technical committee of the Hotel 
Accountants Association has summarized 


the addresses on technical subjects delivered 
at the meetings of the association since 
October, 1926. 

It has been the custom at these meetings 
for some of the members to speak on sub- 
jects dealt with in the Uniform System of 
Accounts for Hotels, a manual published last 
year. At each meeting of the association a 
different topic has been discussed in this 
way and the technical committee has now 
gathered the various addresses together and 
published their substance in the form of a 
mimeographed pamphlet. The index shows 
that 91 subjects are discussed. W. J. 
Forster is chairman of the technical com- 
mittee of the association. 


Accounting Courses at Georgetown 
University 


Announcement has been made that a 
change in the curriculum of Georgetown 
University has been made to expand the 
courses in accounting and business adminis- 
tration so that the school may offer courses 
to prepare men for the C. P. A. examinations 
in the various states. The courses will be 
elective and will be under the direction of 
William G. Buchanan, C. P. A. 


Commercial Surveys 


The United States department of com- 
merce is planning a series of nine regional 
commercial surveys of various geographical 
divisions of the country. It is expected 
that upon completion of the work the de- 
partment will have a picture of the entire 
commercial structure of the United States. 
The studies will not be completed for a year 
ortwo. Surveys of three regions, the south- 
east, the Pacific southwest and the upper 
Mississippi middle west, have already been 
commenced. 





A. Bowman, New York, has been re- 
appointed a member of the committee on 
commercial law of the Merchants’ Associa- 
tion of the city for the current year. 
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Richard D. Seamans, as a member of the 
Massachusetts legislature, spoke before the 
board of public utilities of that state, 
petitioning for a southern artery for Salem. 
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STATE BOARDS OF ACCOUNTANCY 





Florida 


The state board of accountancy of Florida 
has adopted rules of professional conduct 
by which the practice of holders of C. P. A. 
certificates in the state may be controlled. 
The text of the code is as follows: 


STANDARDS OF PROFESSIONAL CONDUCT 
AND RULES DEFINING ETHICAL PRACTICE 
OF PUBLIC ACCOUNTANCY AS PROVIDED 
FOR IN SECTION 12 OF AN ACT TO AMEND 
SECTIONS 2507, 2508, 2510, 2512, 2513 AND 5670 
OF THE REVISED GENERAL STATUTES 
OF FLORIDA, ADOPTED AUGUST 12, 1927 


1. All former rules are hereby revoked. 

2. These rules may be amended at any time 
by the vote of any three members of the board. 

3. The preparation and/or certification by any 
certified public accountant or public accountant of 
any exhibit, statement, schedule or other form 
of accountancy work, containing an essential mis- 
statement of fact, or omission therefrom of such a 
fact as would amount to an essential misstatement, 
or a failure to put a client, prospective investors 
or creditors on notice in respect to an essential 
or material fact not specifically shown in the balance- 
sheet itself, is, ipso facto, wrongful conduct under 
the provisions of section 5 of the above-named 
act, upon proper presentation of proof that such 
misstatement was either wilful or the result of such 
gross negligence as to be inexcusable. 

4. The acceptance, directly or indirectly, by 
any certified public accountant or public accountant 
practising either on his or her own account, or 
as a member of a partnership or other organization, 
or as an employee of a certified public accountant 
or certified public accountants, or of a public ac- 
countant or public accountants, from the laity of 
any commission, brokerage or other participations 
for professional or commercial business turned 
over to others as an incident of services to clients, 
is wrongful conduct under the provisions of section 
5 of the above-named act. 

5. The allowance, or agreement to allow, di- 
rectly or indirectly, of a commission, brokerage, or 
other participation by the laity in the fees or 
profits of his professional work by a certified public 
accountant or public accountant practising under 
the provisions of the above-named act, is wrongful 
conduct under the provisions of section 5 of the 
above-named act. 

6. No certified public accountant or public 
accountant, shall certify to any accounts, exhibits, 
statements, schedules or other forms of accountancy 
work which have not been verified entirely under 
the supervision of himself, or a member of his firm, 
or an associate or member of his staff; and any 
certified public accountant or public accountant 
so doing is guilty of wrongful conduct under the 
provisions of section 5 of the above-named act. 

7. Any certified public accountant or public 
accountant who has been found guilty of a mis- 
demeanor as provided in section 14 of the above- 
named act, is deemed guilty of wrongful conduct 
under section 5 of the above-named act. 


8. Any certified public accountant or public 
accountant who has been found guilty of fraud or 
an attempt to defraud a client or any person, firm 
or corporation in connection with his professional 
work or business, and/or who in his professional 
work or business has been found guilty of fraud 
and/or who has been found guilty of conspiracy 
to defraud the government of the United States 
of America in any matters relating to federal in- 
come tax or federal estate tax, is deemed guilty 
of wrongful conduct under section 5 of the above- 
named act. 


9. Any certified public accountant or public 
accountant who accepts or takes part in any en- 
gagement, either on his or her own account, or as 
a member of a partnership or other organization 
or as the employee of a certified public accountant 
or public accountant, involving federal income-tax 
or federal estate-tax matters, with which the said 
certified public accountant or public accountant 
has had prior contact as an employee of the United 
States government, is deemed guilty of wrongful 
conduct under section 5 of the above-named act. 


10. Any certified public accountant or public 
accountant, practising under the provisions of the 
above-named act, who enters into a contract, ex- 
pressed or implied, to perform a specific service or 
specific services, in consideration of the payment 
to such certified public accountant or public ac- 
countant of a specified sum of money, which pay- 
ment is to be for a definitely fixed amount, which 
amount is not based upon a per diem charge or 
upon the length of time required for the rendering 
of such service or services, and who fails to perform 
such service or services as he has agreed to perform, 
is deemed guilty of wrongful conduct under the 
provisions of section 5 of the above-named act. 
This board in determining whether or not the 
service or services so rendered have been or have 
not been rendered in accordance with the agreement 
of such certified public accountant or public ac- 
countant, shall measure the extent and sufficiency 
of such service or services according to the general 
understandings, customs and practice of the pro- 
fession of public accountancy as practised in the 
United States of America. In the event that this 
board shall find that such service or services have 
not been rendered in accordance with agreement, 
and so advises the said certified public accountant 
or public accountant and the said certified public 
accountant or public accountant shall then fail 
within a reasonable time to complete such service 
or services without further compensation in manner 
deemed satisfactory to this board, unless excused 
therefrom by the client, then the said certified 
public accountant or public accountant is deemed 
guilty of wrongful conduct under the provisions 
of section 5 of the above-named act. PROVIDED, 
HOWEVER, that any person found by this board 
to have been guilty of wrongful conduct through 
failure to satisfactorily perform services as specified 
in this rule, and who thereafter completes the per- 
formance of such service in a manner satisfactory 
to this board, within such time as to this board 
shall appear to be fair and reasonable, shall not 
be deemed to be guilty of wrongful conduct as 
specified in this rule. 














Kentucky 


In May, 1927, the Kentucky state board 
of accountancy adopted a resolution re- 
stricting the granting of reciprocal certificates 
to bona fide residents of the state of Ken- 
tucky, or to those who may have an estab- 
lished place of business within the state. 


New Jersey 


At a meeting of the New Jersey state 
board of public accountants, October 5, 
1927, the following officers were elected: 
James F. Hughes, president; William H. 
Compton, secretary; and William Surosky, 
treasurer. 


New York 


The next examinations for the C. P. A. 
certificate of New York will be held No- 
vember 14th, 15th and 16th, at Albany, 
Buffalo, New York and Syracuse. 


Ohio 

At a recent meeting of the Ohio state 
board of accountancy, C. P. A. certificates 
were issued to the following candidates on 
the basis of examination: Horace L. Brown, 
Richard C. Kennedy and Basil J. Monroe. 
Irving S. Silbert was granted a reciprocal 
certificate. 


Oklahoma 


The rules of the state board of ac- 
countancy of Oklahoma have been modified 
in two particulars which affect rules Nos. 
2 and 15. The sections in question, as 
amended, are as follows: 


Rule II 


An applicant for examination must be over 21 
years of age, of good moral character and a graduate 
of an accredited high school, or possess the equiva- 
lent of such high-school education. Evidence of 
equivalent education may be submitted in the form 
of a certificate showing educational attainments. 


Rule XV 


In the event any applicant fails on examination 
to make a passing grade in any subject thereof, 
he will be required to re-take the examination in 
that subject within one year but will not be re- 
quired to pay an additional fee. If any applicant 
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shall fail on any such re-examination, he shall, as 
to any subsequent examination, be required to 
make a new application, pay an additional fee of 
$25.00, and shall be examined in all the subjects 
thereof, without reference to or credit for grades 
previously made. 


Texas 


The following regulation of the state 
board of public accountancy of Texas was 
passed at a recent meeting: 


“RESOLVED, that, while each case will be disposed 
of on its merits, generally the policy of this board 
will be to grant reciprocal certificates only to those 
applicants who have actually resided and practised 
in the state of Texas for a period of one year, or 
who have established as principal or partner and 
member of firm, a bona fide office in this state for 
the practice of accounting previous to the granting 
of such certificate. 

“Also, that the board issue no reciprocal cer- 
tificates except based on the state of original issue 
of certificate to the applicant, and not on the basis 
of reciprocal certificates issued to him by other 
states.” 


It was stated that the intent of this reso- 
lution was to insure as high a standard as 
possible and to prevent holders from states 
of a lower standard than Texas securing 
certificates through other states with which 
Texas has reciprocal relations. 


Virginia 
The Virginia state board of accountancy 
has amended the section of its rules dealing 


with the fees of applicants for C. P. A. cer- 
tificates. The amended rule is as follows: 


Applications and Fees 


10. Applications must be made only on blanks 
which will be furnished by this board, on written 
request by the applicant. Applications must be 
accompanied by certified cheque for the fee of $25.00 
fixed by law. In case of failure to pass require- 
ments or examinations, the fee will not be returned, 
and for re-examination a new application and addi- 
tional fee of $10.00 will be required; PRovipEp, 
HOWEVER, that in the event of an applicant who 
has met all requirements of this board, and has 
passed an examination to the satisfaction of this 
board, in one or more subjects, but has failed to 
pass in all subjects, then such applicant may, in 
the discretion of this board, be re-examined in 
remaining subjects without payment of a further 
fee; provided, however, that the applicant com- 
pletes the remaining subject, or subjects, at the 
next two succeeding examinations. 





Salvador. 


Chiene & Tait of Guatemala City, Central 
America, announce the opening of a branch 
office at 9a. Avenida Norte No. 13, San 









Loomis, Suffern & Fernald, 50 Broad 
street, New York, announce the admission 
of Charles H. Towns to membership in the 
firm. 
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NEWS OF LOCAL SOCIETIES 


California State Society of Certified 
Public Accountants 


At a meeting of the California State 
Society of Certified Public Accountants, 
September 23rd, H. Ivor Thomas was 
elected president; Norman L. McLaren 
and Charles P. Carruthers, vice-presidents; 
B. W. Bours, secretary. Directors elected 
at the meeting are as follows: Percy G. 
Goode, Charles Lumbard, I. G. Pattinson 
and George M. Thompson. 


Colorado Society of Certified Public 
Accountants 


The annual meeting of the Colorado 
Society of Certified Public Accountants was 
held at the Denver athletic club, September 
14th. ‘The reports of the president, Louis 
C. Linck, and of the secretary, F. Tillman 
Brownne, were received. 

Five directors were elected for the en- 
suing year, as follows: Louis C. Linck, 
William Thompson, W. M. Trant, Charles 
Kentor and F. Tillman Brownne. ‘The 
election of officers resulted as follows: 
T. J. Witting, president; Leon E. Williams, 
vice-president; H. W. Nelson, secretary; 
W. S. Dent, treasurer. Several matters 
of interest to the accountants of the state 
were discussed, among them the question of 
proper listing of certified public accountants 
in the classified section of the telephone 
directories. 


Florida Institute of Accountants 


A convention of the Florida Institute 
of Accountants took place at Daytona 
Beach, Florida, September 19th and 20th. 
Walter Mucklow, president of the institute, 
occupied the chair at the opening session. 
An invocation was offered by the Rev. F. W. 
Gee. 

David Sholtz, in welcoming the members 
to Daytona Beach, commented upon the 
important part Florida accountants are 
taking in state affairs. C. D. Milner 
responded to the welcome. 

President Mucklow gave an address 
called ‘‘Our institute.’’ He said that this 
was the first real meeting of elected members 
that the organization had held and he dealt 
with matters that seemed appropriate in 
these circumstances. Mr. Mucklow re- 


gretted the indifference of business men in 
Florida to the value of accountants’ ser- 
vices. He urged his hearers never to forget 
that they are members of the only profession 
whose sole business and duty is to tell the 
truth, a condition which bestows on them 
a peculiar dignity. He also spoke of the 
undesirability of advertising by professional 
men. 

L. A. Oates delivered an address on 
‘Publicity for the profession,’’ which he said 
must be gained through an intelligent method 
of educating the public by some means 
worthy of professional men. Mr. Oates 
said particularly that individual advertising 
was prohibited by the nature of accountants’ 
services and that group publicity emanating 
from the institute, impersonal propaganda 
with names omitted and educational cam- 
paigns are the only forms of publicity avail- 
able. 

Following the address a committee was 
appointed to consider the matter of classi- 
fication of accountants in directories. 

At the afternoon session C. H. Goodrich, 
secretary of the institute, spoke on ‘The 
treasury department and the profession.” 
Walter Mucklow gave an address on 
‘The accountants’ report for the banker.” 

At the banquet in the evening the Rev. 
Holmes S. Rightmire spoke on ‘“‘Service.’’ 
Millard B. Conklin gave an address called 
“Trusts and estates.” A musical pro- 
gramme and dancing were the features of 
entertainment. 

At the morning session, September 20th, 
H. B. Graham read a report proposing 
changes in the federal revenue act relating 
to the proceeds of real-estate sales and 
methods of determining taxable profits. 
After hearing the report the members 
present moved to empower the president to 
appoint a committee to investigate the 
advisability of taking immediate action on 
the changes suggested. This committee 
will have power to act at any time in its 
discretion. Among other things the amend- 
ments proposed provide for a clearer defini- 
tion of fair market value as described by 
the revenue act, and deal with assessable 
taxes on repossessed property and claims 
of abatement to correct original errors in 
income-tax returns filed. 








The report of the publicity committee 
appointed at the session of the previous 
day was presented by L. A. Oates. The 
committee recommended that advertise- 
ment by individual accountants be dis- 
continued. It also recommended the ap- 
pointment of a committee to study the 
possibility of inaugurating a dignified educa- 
tional campaign. ‘The report was adopted. 

Jacksonville was selected as the place 
of the next meeting of the Florida institute, 
which will occur December 12 and 13, 
1927. 

The ladies present were taken on a sight- 
seeing tour of the Halifax section in the 
morning. A golf tournament at the Day- 
tona golf and country club course was held 
in the afternoon. 


TAMPA CHAPTER 


A Tampa chapter of the Florida Institute 
of Accountants was organized September 
22nd, at a meeting attended by twenty-two 
accountants at the office of Jay E. Bigham. 
The following officers were elected: John 
A. Hansbrough, chairman; James A. Gross, 
secretary; and Frank L. Cowles, treasurer. 


Illinois Society of Certified Public 
Accountants 


At the annual meeting of the Illinois 
Society of Certified Public Accountants, 
September 13th, officers for the ensuing 
year were elected as follows: Lewis Ash- 
man, president; Arthur Medlock, vice- 
president; Eric L. Kohler, secretary-treas- 
urer; John E. Burke and Warren H. Keller, 
auditors. The directors who were elected 
are T. B. G. Henderson, Clyde H. Hunter, 
J. Fred Lynn and Paul W. Pinkerton. 

The society has published its 1927 year- 
book, which contains names of officers, 
list of members, constitution, by-laws, 
rules of professional conduct and other data. 

The president’s report included in the 
year-book shows that the society’s member- 
ship has increased to 409. Sixty-six new 
members were elected during the past year. 

Certain amendments to the by-laws were 
made during the year, the most important 
of which is the inclusion of a provision 
making all holders of valid C. P. A. certifi- 
cates residing or maintaining a place of 
business in the state eligible for membership 
in the Illinois society. 
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During the year three regular meetings 
were held, as well as two special meetings, 
one of which was a joint meeting with the 
Robert Morris Associates. There were 20 
informal weekly luncheons. 

The Illinois society has obtained the 
services of an executive secretary, with an 
office at 307 North Michigan avenue, 
Chicago. The library of the society has 
been moved from the Northwestern Uni- 
versity school of commerce to the office of 
the executive secretary. 


Indiana Association of Certified Public 
Accountants 


The Indiana Association of Certified 
Public Accountants has announced that the 
regular Monday luncheons of the association 
will take place during the fall and winter. 

The committee on entertainment and 
meetings has been active during the summer, 
having arranged two golf tournaments for 
association members. The committee is 
planning a meeting of the association to be 
held early in the winter. 

The public-affairs committee proposes 
to publish six bulletins which will appear in 
the months of October, November, De- 
cember, January, February and March. 
The first of these publications will be on the 
subject of the natural business year. It 
is estimated that an edition of about 5,500 
copies of each bulletin will be published. 


Massachusetts Society of Certified 
Public Accountants 


The first meeting of the Massachusetts 
Society of Certified Public Accountants 
for the fall and winter season of 1927-28 was 
held at the Chamber of Commerce building, 
Boston, September 26th, following a buffet 
supper. 

J. Chester Crandell announced the re- 
gional meeting of the American Institute 
of Accountants, which will be held at 
Providence, Rhode Island, November 8th, 
and expressed the hope that all members 
of the Massachusetts society would be able 
to attend. 

After the disposal of some routine busi- 
ness, Richard D. Seamans described the 
passage of a bill through the house and 
senate of the state legislature, outlining the 
twenty-five steps from the time of the filing 
of a petition to the final disposition of the 
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bill by the governor. Mr. Seamans said 
that the great majority of bills introduced 
are not enacted into law. During the 1926 
session 1,619 bills were printed and sent to 
committee, and 392 became law. 

Schuyler Dillon discussed the case of 
Ipswich Mills v. William Dillon, et al., which 
had recently been decided in the supreme 
court of the state. Mr. Dillon pointed 
out that in the trial before the superior 
court, prior to the appeal, the working 
papers in dispute had been classified into 
six groups, of which the audit papers pre- 
pared by the accountants were ruled to be- 
long to the client, and the tax papers pre- 
pared by them “as attorneys in fact” 
belonged to the accountants. The Amer- 
ican Institute of Accountants appealed this 
case to the supreme court, where the judg- 
ment was entirely favorable to the account- 
ants. In the final decision, Mr. Dillon said, 
two important principles were stated: first, 
that the accountant is an independent con- 
tractor and not a servant of the client and 
therefore the report delivered to the client 
in all ways belongs to the client while all the 
working papers belong to the accountant, 
and, second, the court recognized the fact 
that the accountant is a professional man. 
At the conclusion of his address Mr. Dillon 
answered a number of questions. 

Victor A. Ketcham spoke on “Effective 
speaking in public.” He emphasized the 
point that a successful speaker must select 
quickly and with sound judgment the 
material nearest at hand and use facts of 
common knowledge to both the speaker 
and the hearer. He illustrated this prin- 
ciple with a number of anecdotes. 


Minnesota Society of Certified Public 
Accountants 


At the annual meeting of the Minnesota 
Society of Certified Public Accountants, 
September 22nd, the following trustees 
were elected: William C. Bechert, L. J. 
Byers, R. T. Schneider, M. W. Stoffer and 
A. F. Wagner. After the annual meeting 
the trustees elected the following officers: 
A. F. Wagner, president; M. W. Stoffer, 
vice-president; William C. Bechert, treas- 
urer; and R. T. Schneider, secretary. 
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Missouri Society of Certified Public 
Accountants 
KANSAS CITY CHAPTER 

A monthly meeting of the Kansas City 
chapter of the Missouri Society of Certified 
Public Accountants took place on Septem- 
ber 12th at the University club, Kansas 
City. It was the first of a series of dinner- 
meetings which have been planned for the 
1927-28 season. The subject for dis- 
cussion was the May, 1927, examination 
questions of the American Institute, three 
successful candidates leading the discussion. 

A debate ensued over certain questions. 
There was some criticism of question %2, 
part II, accounting theory and practice, 
for the omission of important information, 
readily obtainable from the books, without 
which the question could not be answered 
without qualification. It appeared to be the 
consensus of opinion, however, that the 
examiners had the right to submit a question 
requiring a candidate to show his ability 
to note information lacking, and to show 
his accounting knowledge otherwise than 
by the mere clerical arrangement of figures 
supported by all necessary information. 

Question 5 of the same paper was also 
discussed. The third question reviewed was 
No. 7 in auditing—‘‘Audit papers’’—on 
which a paper was read. 

The second monthly meeting of the 
chapter was held on October 3, 1927, and 
was attended by about forty members. 
After dinner two hours were devoted to a 
discussion of the nature and disposition of 
surplus. The programme was arranged by 
Miller Bailey. 

A debate ensued on the propriety of 
appreciating assets and including such 
appreciation as part of the surplus. The 
consensus of opinion seemed to indicate 
that accountants generally still look with 
disfavor upon the appreciating of assets, 
although some of the members considered 
such appreciation proper, particularly in 
case of corporations exploiting natural re- 
sources where the cost may be entirely dis- 
proportionate to the actual value of the 
assets, provided that such appreciation is 
clearly shown on the balance-sheet. That 
such surplus from appreciation should not 
be used to declare cash dividends was 
generally conceded. The advisability of 
payment of dividends and conditions under 
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which they should be paid, and the neces- 
sity that subsequent expenditures for ex- 
pansions, improvements, etc., must be 
properly considered before the amount of 
the dividend is determined, were clearly 
brought out, as well as the fact that a large 
surplus does not necessarily indicate that 
a corporation is in a position to pay cash 
dividends. A large number of those present 
participated in the discussion. 

The next meeting of the chapter has been 
set for November 7th. 


Ohio Society of Certified Public 
Accountants 


The annual meeting of the Ohio Society 
of Certified Public Accountants was held 
at Dayton, September 16th and 17th. 
Registration occupied the early afternoon 
of the first day, and subsequently the mem- 
bers were taken on a tour of inspection of 
the National Cash Register Co. plant. Offi- 
cers of the company acted as hosts at a 
dinner that evening where Judge Roland W. 
Baggott gave an address entitled, ‘‘Ac- 
countants as lawyers.’”’ At 7:45 p.m. there 
was an organ recital. 

The first business session of the society’s 
meeting opened at 8:00 p.m., September 
16th. Cyrus Locher, of the state depart- 
ment of commerce, spoke on local taxation. 
David Himmelblau gave an address on 
‘Auditors’ certificates.”’ 

A brief session was held on the morning 
of September 17th. A special committee 
was ordered appointed to study the con- 
stitution and by-laws with a view to amend- 
ing them if changes seem desirable. Prog- 


ress was reported in the preparation of 
directories of the membership. 

Officers and directors elected for the en- 
suing year are as follows: President, W. D. 
Wall; vice-president, R. A. Hurst; secre- 
tary-treasurer, L. G. Battelle; directors: W. 
A. Coy, H. W. Cuthbertson, J. D. Cherring- 
ton and R. F. Mateer. 

The balance of the forenoon was devoted 
to recreation. After luncheon there was 
an informal discussion of taxation led by 
E. G. Rarey and David Burnet, field 
agents of the bureau of internal revenue. 

The spring meeting of the society will be 
held in conjunction with the college of 
commerce and administration of Ohio State 
University, at Columbus. The annual fall 
meeting will be at Cleveland. 

Presentation of a humorous dramatic 
sketch concluded the proceedings. Em- 
phasis was placed on sociability rather 
than formality at the meeting. 


Wisconsin Society of Certified Public 
Accountants 


The annual meeting of the Wisconsin 
Society of Certified Public Accountants 
was held at the Milwaukee athletic club, 
Milwaukee, September 19, 1927. 

The following officers were elected: presi- 
dent, Carl Penner; vice-president, Shepard 
E. Barry; secretary and treasurer, Hugo 
Kuechenmeister. Directors for the ensuing 
year were elected as follows: Shepard E. 
Barry, George A. Einbecker, George T. Gra- 
ham, Fred C. Kellogg, B. A. Kiekhofer, 
Hugo Kuechenmeister and Carl Penner. 


REVIEWS 


G. C. LIEB—“COST ACCOUNTING FOR THE 
CEMENT MILL” 


Article published in Concrete, September, 
1927. 


The writer says that the general financial ac- 
counts of cement companies present few problems 
of a peculiar nature and, therefore, he confines 
his discussion of salient accounting questions in 
the industry to cost accounts. For the purposes 
ofgdiscussion the accounts are considered under 
labor, material, overhead, card of accounts and 
coérdination of costs. 

Three independent records are commonly main- 
tained, says the writer, in support of the hours 
worked by employees, viz., clock recorder, fore- 


men’s daily reports and field checkers’ records. 
Various types of clock-recording devices offer 
different advantages. The writer describes one 
model which appears to be satisfactory in cement 
manufacturing concerns which will show the hours 
of arrival, time taken out for lunch and time of 
departure at night of each employee. The fore- 
men’s daily reports should show the department 
number of each man, nature of work performed and 
number of hours worked and, if the men are on a 
piece-work basis, the production of each man. The 
field checker should make one or more visits to all 
departments daily in order to account for the 
presence of each man and to insure the proper 
accounting distribution of time worked. Fore- 
men’s daily reports are coded on the following day 
with the proper account numbers by the field 
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checkers and, after comparison with the hours 
shown on the clock tape, are ready for posting to 
the payroll sheet. A model payroll sheet illustrates 
the article and its use is explained by the writer. 


The material accounts may be divided into three 
groups: raw materials, manufactured materials 
and stores. The handling charges applicable to 
materials become an important part of the final 
raw material cost owing to the bulk of the materials. 
It is essential that material accounts, subsidiary to 
those mentioned in the card of accounts, be kept 
according to physical location. A monthly material 
report should be submitted to the cost department 
disclosing the following information by quantities 
concerning each raw and manufactured material: 
opening inventory, receipts, transfer to and from 
other locations, consumed or shipped and closing 
inventory. This report supports the quantity 
entry in the detail material accounts. Finished 
product is weighed on its way to the bins. Monthly 
totals of the daily figures are subject to adjustment 
by physical inventories. Material accounts kept 
by location permit of a final quantity adjustment 
as each pile or bin becomes exhausted. The wear 
and tear on machinery necessitate an adequate 
stock of repair parts. A complete and accurate 
record should be kept of each class of such material 
and the stores be issued only on authorized requisi- 
tions. A monthly summary of stores issued classi- 
fied by accounts chargeable is rendered to the cost 
department. Physical count of the quantity on 
hand spread over the year will minimize inventory 
adjustments at the end of the year. 


In discussing overhead, the writer says that in 
his opinion the bases of prorating burden should 
be as simple as is consistent with equitable dis- 
tribution charges. He states the bases recom- 
mended for spreading the overhead accounts con- 
tained in the card of accounts given in his article, 


The total depreciation set aside each year should 
be based upon percentages of the various kinds of 
fixed assets, and in order to spread the annual 
provision fairly over the year it is well, the writer 
says, to calculate the depreciation per barrel of 
cement produced and to multiply this figure by 
the number of barrels produced through the month, 
the result being the depreciation provision of that 
month. By this means the months of high pro- 
duction are charged proportionately with de- 
preciation and vice versa. In discussing the ad- 
vantages of this method of adjustment, the writer 
says that in the final analysis where a plant is 
kept at a high degree of efficiency the effects of 
wear and tear are made good by current repairs 
and the main purpose of the reserve for depre- 
ciation is to take care of the intangible influence 
always at work, i. e., obsolescence. The reserve 
for mill shut-down expense is intended to absorb 
all the overhead expense of the mill during the 
annual shut-down for major plant repairs. The 
monthly provision, therefore, should be the month’s 
production multiplied by a per-barrel rate based 
upon past experience. 

There follows a card of accounts listing about one 
hundred items which must be considered in the 
cost accounting for cement manufacturers. 

The writer says that a separate ledger account 
should be kept by the cost department for each 
account called for on the card of accounts, and he 


describes the manner of treatment of the different 
groups of items. 


JACOB BENNETT—“ACCOUNTS OF 
BROKERS SHOULD BE,SIMPLIFIED” 


Article published in the Eastern Under- 
writer, May 20, 1927. 


The writer deplores the duplication of effort 
that is often found in the bookkeeping and statistical 
records of insurance brokers. The condition which 
makes the proper treatment of such records diffi- 
cult is the necessity for the appearance of informa- 
tion on a number of different records. This repeti- 
tion not only increases labor, but multiplies the 
opportunity for error. The writer outlines the 
typical procedure in the offices of many insurance 
brokers: 

From the policy, a bill to the assured is made and 
then an entry is made in the premium register or 
return premium register; from these books postings 
are made to the assureds’ accounts and companies’ 
accounts and, in addition thereto, an expiration 
record and line card are usually made from the regis- 
ter record. All these entries and records must be 
checked. Each record made is a separate effort 
and each record must be checked separately. 

The solution to the problem obviously would be 
a plan permitting the making of these 6 or 7 records 
in one operation. The records so to be made may 
be: 

(1) bill to the assured 

(2) copy of the bill to the assured 

(3) entry in the customers’ ledger 

(4) entry in the company’s ledger 

(5) expiration record 

(6) line card 

(7) summary or register of premiums and re- 

turn premiums 

Such a plan could be varied to suit the exact 
needs of each brokerage office. 

The writer says that such a plan would naturally 
involve the use of a specially prepared set of forms 
and of a bookkeeping machine, since it is not pos- 
sible to make such records by hand. He specified 
in his article the benefits to be derived from the 
adoption of such a system. 


SAMUEL NEWBERGER—“‘CONSTRUCTIVE 
ACCOUNTING FOR MODERN INDUSTRY” 


Article published in Highway Trans porta- 
tion, April, 1927. 


Rule-of-thumb methods are no longer permissible 
in the modern operation of business, says the writer. 
When the cost of materials was low, labor cheap 
and profits were big, there was perhaps not so 
much necessity for concern regarding strict economy 
and efficiency. Nowadays, however, with high 
prices of material, equipment and labor it is im- 
portant that the business man know exactly the 
volume of his business, the exact cost of it and the 
amount of profit derived. The amount of sales, 
the cost of production item by item, department by 
department, as well as the amount of net profit 
for each month should be available for comparison 
with the respective figures for the corresponding 
months of the past year, says the writer. Similarly, 














results of operation for the year as a whole should 
be comparable with those of preceding years. The 
writer says that in his experience he has found many 
managers of plants, or even partners in the firm, 
devoting a great part of their time to keeping the 
books. Such procedure is not conducive to maxi- 
mum efficiency, says the writer, since a proper sys- 
tem of accounts for the business could be installed 
and a bookkeeper hired at less cost than that of the 
present method. 

Guessing at cost does not permit the management 
to gauge prices so that competition may be met anda 
reasonable profit still be obtained, says the writer. 
It is necessary that costs be known accurately, 
not approximately. The writer indicates that there 
are more items of expense in the operation of a 
business or factory than many owners realize. 
Each item should be watched carefully and the 
total expenses should bear a fair relation to the 







Taxation 
When consolidation of 


Income ‘Tax. 
returns of two corporations will be per- 
mitted. What constitutes ‘nominal cap- 
ital.” 

A mining company brought action to 
recover a sum paid as corporate income 


tax. The Bowe-Burke Company had ac- 
quired a mining lease on certain property, 
and a new corporation, the Bowe-Burke 
Mining Company, was formed to take over 
this lease and carry on mining operations 
on the property. The Mining Company, 
in consideration of this lease, issued to the 
Bowe-Burke Company 497 shares of its 
capital stock and one share each to three 
persons who controlled the Bowe-Burke 
Company. The issue of these 500 shares 
was the only cost to the Mining Company 
for this lease. ‘The officers of both corpora- 
tions were in the same suite of rooms. Mr. 
Bowe and Mr. Burke were the only officers 
of both of said companies, and they directed 
and controlled the policies and obligations 
thereof. A consolidated income and excess- 
profits-tax return was made for the year 
1917, and the sum due under that return 
was paid. However, the treasury depart- 
ment caused a field audit of the books of 
the companies and as a result levied addi- 
tional taxes which were allocated against the 
Mining Company. These additional taxes 
were duly paid, but the Mining Company 
sought to recover back the sums paid, on the 
grounds, first, that it was proper to consoli- 
date the returns of the two corporations, and, 
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amount of work accomplished. Monthly figures 
showing the costs for each department and per- 
centages on the relation between expense and volume 
of business should be available. The writer lists 
eight points which should be shown by a correct 
system of accounts. They are as follows: (1) The 
amount of business done each day, week, month 
or year for any period that one has been in busi- 
ness. (2) The cost of doing that amount of busi- 
ness, and a comparison of cost data for different 
periods. (3) The exact amount of profit resulting 
from the business done. (4) The amount of money 
due from customers at all times. (5) The amount of 
money due to creditors at any time the information 
may be desired. (6) The amount of materials 
and supplies consumed each day and each week. 
(7) The standing of the business as expressed by a 
statement of assets, liabilities and capital on the 
first of each month. 





second, that the Mining Corporation had 
no invested capital or not more than a 
nominal capital, and therefore would be 
subject to a much lower tax as provided in 
section 209 of the revenue act of 1917. 


It was held that plaintiff can not recover 
the sums paid as corporate income tax, 
due to the additional levy made by the 
treasury department. First, to justify con- 
solidation in making tax returns, it is 
necessary that one corporation should be 
the subsidiary of the other, but it seems that 
both corporations should be engaged in 
closely related lines of business, which was 
not the case here, and clearly the purpose 
of the officers in control of the corporation 
was to have two separate organizations 
which would function quite separate and 
apart. A consolidation of income-tax re- 
turns was not proper. Second, it could not 
be claimed that the Mining Company had 
no more than a nominal capital. Where 
money’s worth is contributed as invested 
capital, and this in the form of tangible 
property, it is the value of the property and 
not the par value of the stock received 
therefrom which controls. The lease was 
contributed as a valuable asset in payment 
for stock and became invested capital to 
the exent of its receivable value. ‘This 
value was too large and important a factor 
in the proposed operations to be con- 
sidered as representing merely nominal 
capital in the corporation. The Mining 
Company did not come within section 209 
of the revenue act of 1917. 
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Bowe-Burke Mining Co. Corp. v. Willcuts, 
United States district court, district of 
Minnesota, July 18, 1927. 


Income and profits tax. Whether cer- 
tain earnings should be regarded as invested 
capital for the purpose of computing income 
and profits taxes. 

A claim was made for the recovery of 
income and profits taxes paid under an 
alleged erroneous assessment for the years 
1917 to 1921. The charter of plaintiff’s 
predecessor expired by limitation in 1906 
and its assets vested by operation of law 
in its two stockholders in a proportion of 
9to 1. Plaintiff corporation was organized 
and the two stockholders sold all the assets 
of the old company to the new one. These 
assets, exclusive of goodwill and undivided 
profits, amounted to $40,000 and in return 
for these assets the stockholders received 
360 and 40 shares, respectively, of the capital 
stock of the new corporation, par value 
$100, and 36 and 4 respectively, of income 
bonds of $10,000 each from the new corpora- 
tion. These income bonds bore interest 
at 6% and were payable only from the net 
earnings of the company ascertained and 
declared by its board of directors to be 
applicable to such payment of principal 
and interest; and in the event that there 
were not sufficient net earnings to pay the 
principal at maturity, the obligation was to 
be paid only when the net earnings were 
available. During the seven years suc- 
ceeding, the entire issue of bonds with in- 
terest was paid off. Plaintiff contended 
that the bonds were issued as a consideration 
for the purchase of the goodwill of the old 
corporation, and that as the bonds were 
redeemed the goodwill was paid for and 
must be deemed to have been purchased for 
$400,000 in cash, and this amount must be 
deemed a part of the invested capital for 
the purpose of computing taxes. It ap- 
peared that the bonds were not carried on 
the books of the company as a liability and 
goodwill had not been carried as an asset, 


) and that the bonds were not negotiable 


although they might have been assigned. 


| The tax commissioner refused to regard the 
j alleged cost of the goodwill, $400,000, 
as invested capital in computing the taxes. 


It was held that the computation of the 
tax was correct and the plaintiff was entitled 
to no relief. ‘The difficulty in the case was 


not due to the mere failure to make proper 
entry in the books of account. The trouble 
was that these bonds were not definite liabil- 
ities of the corporation, and as such repre- 
senting the purchase price of the goodwill. 
They could not properly have been entered 
as corporate liabilities to offset a goodwill 
asset of the same amount or of any amount. 
Bonds of this character had no real market 
value, despite the earnings of the prede- 
cessor company. The bonds merely repre- 
sented a right to payment if and when the 
fund out of which they were to be paid came 
into existence. It can not be said that 
anything was paid for goodwill and the 
amount should not have been regarded 
as invested capital. 

Baker & Taylor Co. v. United States, 
United States district court, district of 
New York, September 8, 1927. 


Income tax. Trusts. Construction of 
revenue acts of 1917, 1918 and 1921 as to 
distribution of income of trust estate. 

Action was brought for the refund of cer- 
tain income taxes. In 1917 aman created a 
trust which provided that ‘‘the balance of the 
income of said trust shall be divided into five 
equal parts, it being my intention that each 
of my children shall be entitled to an equal 
proportion of the income of said trust fund.” 
The declaration further provided that from 
the shares of two minor children there should 
be paid them until they were twenty-six 
an amount necessary, in the trustee’s 
discretion, for their proper maintenance, 
and the balance invested by the trustees 
for these children’s benefit, and allowed to 
accumulate, the income from such accumu- 
lated amount to be paid them on reaching 
the age of twenty-one. These children 
became of age in 1920 and 1924 and from 
1918 to 1923 the trustees had invested the 
balance of the annual income from their 
shares in securities which were placed in a 
special safe-deposit box in the exclusive 
control of the trustees. Until 1922 the 
children paid income tax on their shares of 
the income from said trust fund and the 
income from their accumulated shares as 
their own personal income. In 1922 the 
commissioner of internal revenue notified 
plaintiffs (trustees) that they should pay 
income tax for the years 1917 to 1921, 
inclusive, based on the shares of said children 
and on the income from their accumulated 














shares until they reached the age of twenty- 
one, and assessed and collected the tax 
upon the theory that the part of the income 
which under the terms of the trust was to be 
expended or turned over to these children or 
not, as the trustees determined, was taxable 
to the trust as an entity. 

The court held that the tax could be re- 
covered. Under sections 2, 219 and 219 of 
the revenue acts of 1917, 1918, and 1921, re- 
spectively, the intent was that annual in- 
come to a particular beneficiary from a 
trust fund shall be taxed to him as a separate 
unit of taxation where that income is “‘dis- 
tributed” to him. ‘‘Distribution’’ as there 







W. M. Abernethy announces the opening 
of an office for the general practice of 
accounting at 416 Peninsular Casualty 
building, Jacksonville, Florida. 





Dix D. Dewey announces that he has 
opened an office at 5 Douglas avenue, 
Elgin, Illinois. 





Mahoney, Bowen & Hanley announce 
the dissolution of their partnership. John 
F. Mahoney and Edmund F. Bowen an- 
nounce the formation of a new partnership 
under the firm name of Mahoney, Bowen & 
Co., with offices at 11 Park place, New York. 





Miller, Franklin, Basset & Co. announce 
the opening of an office at 80 Federal street, 
Boston. 





J. O. Peavey, Memphis, Tennessee, an- 
nounces the removal of his offices from 386- 
87 Shrine building to rooms 371-72 in the 
same building. 





A. Lee Rawlings and F. C. Gorham 
announce the consolidation of their practices 
in North Carolina under the name of A. 
Lee Rawlings & Co., with F. C. Gorham 
as state manager with headquarters at 
Raleigh. ‘The firm will also maintain offices 
at Wilmington, Rocky Mount and Elizabeth 
City. 





Simmers, Mills & Adsit, Los Angeles, 
announce the withdrawal of Mr. Mills from 
the firm and the change in the firm name to 
Simmers, Adsit & Co. 
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used did not necessarily mean passing into 
the uncontrolled possession and disposition 
of the beneficiary. It meant separation and 
segregation from the trust fund. The test 
set up by the statute was whether the income 
passed from the trust estate which produced 
it and ceased to be subject to the terms and 
control of that trust. This trust instrument 
authorized that such incomes be so separated 
and segregated and they were so treated in 
fact. 

Willcuts v. Ordway, et al., United States 
circuit court of appeals, eighth circuit. 
April 18, 1927. 


George B. Simpson and L. R. Chenault, 
of the firm, Simpson-Chenault Co., Browns- 
ville, Texas, announce the opening of a new 
office in the Texas Theatre building, San 
Antonio. 





Zwemer, Uebel & Co. announce the re- 
moval of their offices to 705-709 Fidelity 
building, 1940 East Sixth street, Cleveland, 
Ohio. 





Gordon S. Battelle, Dayton, Ohio, is 
acting as chairman of the administration 
section of the management week committee 
of his city. 


J. Hugh Jackson, Stanford University, 
California, spoke at a meeting of the Pacific 
Coast Gas Association held at Santa Cruz, 
September 13th, on ‘“The tools of manage- 
ment.” 








C. L. Kelly, University of Oregon, ad- 
dressed a meeting of the Life Underwriters 
at Eugene, September 17th, on “Inheritance 
tax and life insurance.” 





Joseph L. Pyle, Wilmington, Delaware, 
is acting as instructor in higher accountancy 
at Goldey college. 





C. I. Smith, Green Bay, Wisconsin, spoke 
to the local Rotary club October 6th, on 
“Shortages.”” Mr. Smith has been appointed 
chairman of the budget committee for the 
Green Bay community chest. 
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